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The Minister of Finance, Mr. Edgar Faure, has sub- 
mitted to the Finance Committee of the National Assembly 
the budgetary plan for 1955. Although the plan is subject 
to substantial change, it indicates the trend of budgetary 
policy for the next fiscal year. Military expenditure is to 
be reduced by 80 billion francs, while current civil expen- 
diture and capital expenditure are to increase slightly. 
Revenue is estimated at about 80 billion francs above the 
present estimate for 1954. 


































A comparison with the budgets of 1953 and 1954 is 
difficult, since there have been a number of substantial 
changes in presentation. The military budget is now pre- 
sented net of U.S. aid for Indo-China. In 1954 the mili- 
tary budget had been set at 1,110 billion francs, but the 
French contribution proper was 970 billion, the difference 
of 140 billion representing direct U.S. aid earmarked for 
Indo-China. For 1955 military expenditure net of U.S. aid 
is estimated at 890 billion francs. 













Another complication is the treatment of capital ex- 
penditure. Civilian government investment (highways, 
schools, etc.) and war damage payments are included in 
the budget. The treatment of other types of investment 
expenditure (government advances for modernization, 
“guaranteed investment” of nationalized enterprises, and 
government-financed low-rent construction) has varied in 
recent years. In 1953, a procedure was followed which 
excluded these expenditures from the budget. While the 
Treasury continues to finance the advances for moderniza- 
tion, the two other types of government investment are to 
be financed by the capital market or by specialized financ- 
ing institutions, such as the Caisse des Dépéts. The 
Treasury will provide funds for the two latter purposes 
only to the extent that autonomous financing is not forth- 
coming. This in essence is the so-called “debudgetization 
policy” designed to relieve the Treasury gradually of the 
task of financing part of the Government’s capital expen- 
diture. 


















Total budgetary expenditure in 1955 will be 3,245 bil- 
lion francs, against 3,192 billion in the original 1954 
budget and 3,321 billion in the revised budget for 1954. 
The respective figures for total revenue (taxes plus U.S. 
aid not earmarked for Indo-China, the latter being 45 
billion francs in 1954) are estimated at 2,982 billion. 
2,870 billion, and 2,903 billion francs. The “budgetary 
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Categories of Government-Controlled Investment 
(In billions of francs) 


1955 





1953 1954 1954 Prelim- 
Revised Voted Revised inary 
Budgetary 
Civilian investment 304 296 306 324' 
War damages 332 313 313 267 
Extra-budgetary 
Advances for moderniza- 
tion 173 210 210 195 


“Guaranteed investment” 
of nationalized enter- 


prises 120 96 96 99 
Government-financed low- 

rent construction 58 75 15 107 

Total 987 990 =1,000 992 


‘It is planned to increase this amount by 33 billion by 
transferring appropriations for current expenditure to 


this item. 

When extra-budgetary expenditure (that is, advances 
for modernization and the miscellaneous Treasury opera- 
tions included in “special accounts”) is taken into ac- 
count, total expenditure becomes 3,495 billion, 3,457 bil- 
lion, and 3,586 billion francs, respectively, and the total 
“Treasury deficit” amounts to 513 billion, 587 billion, and 
683 billion francs. These figures exclude “guaranteed in- 
vestment of nationalized enterprises” and “low-rent con- 


? 


struction,” which are to be financed autonomously on the 
capital market or by specialized institutions and would 
become a charge on the Treasury only if such financing is 
not available. 

Commenting on the 1955 project, the Minister of 
Finance pointed out the general improvement in the eco- 
nomic condition of France. He also referred to the recent 
decision of the International Monetary Fund to restore 
France’s eligibility to use the resources of the Fund. 
France had been declared ineligible in January 1948, 
when the Fund objected to the new exchange arrange- 
ments proposed and carried out by France. 


Sources: Le Monde and Agence Economique et Finan- 
ciere, Paris, France, October 23 and 24, 1954. 









Europe 


Belgian 1955 Budget 

The Belgian budget for the calendar year 1955 estimates 
a deficit of BF 17.3 billion (US$345 million), compared 
with BF 20.2 billion (US$404 million) in the revised 1954 
budget. Total receipts in 1955 are expected to increase to 
BF 81.7 billion, from BF 78.7 billion in 1954, and total 
expenditures are estimated to be the same as in 1954, i.e., 
BF 99 billion. Defense expenditures are expected to be 
unchanged, at BF 18 billion; public works expenditures 
are to be increased from BF 5.5 billion in 1954 to BF 6.9 
billion in the 1955 budget; and expenditures on account 
of the public debt are expected to rise from BF 11.9 
billion to BF 13.5 billion (1950, BF 8.5 billion). 

The. Belgian Government considers that its 1955 budget 
is in equilibrium. According to tradition, expenditures 
not,covered by budgetary receipts represent investments, 
which have been covered in past years by capital market 
issues. In his annual memorandum to Parliament, the 
Minister of Finance stated that the financial situation of 
Belgium is difficult, because of the insufficiency of the 
Treasury’s working balances. 

Source: Agence Economique et Financiére, Brussels, Bel- 
gium, October 12, 1954. 


Economic Developments in Denmark 


Denmark’s commercial bank cash holdings in mid- 
October had fallen to an unprecedented low level as a 
result of, inter alia, the continuous balance of payments 
deficit. This has led to a situation where the banks have 
been forced to reject virtually all applications for new 
advances. This development, in conjunction with the 
measures recently passed by Parliament, is expected to 
lead to a fall in new construction within a month or two. 
Unskilled workers will be the first to feel the impact, since 
no excavations on new sites will be started; the effect on 
other building trades will follow, and in 12 to 18 months 
there will be a considerable reduction of employment in 
the whole building sector. Industries supplying building 
materials may feel the impact somewhat earlier; some 
decline in timber and iron imports for building is not 
unlikely. 


The deflationary effects resulting from the situation in 
the building sector will be accompanied by a decline in 
agricultural incomes. The latest harvest forecasts of the 
Statistical Department show a 10 per cent decline from 
the previous harvest year in the feeding value of the 
grain harvest. This is estimated roughly at 440,000 tons 
of grain, representing a drop in agricultural incomes of 
about DKr 200 million. The decline in the seed crop is 
difficult to estimate, but may easily run to DKr 50 million. 
A drop in agricultural incomes of DKr 300 million is 
therefore likely, and, if the feeding value of the beet 
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crop declines still further, the decline may easily reach 


DKr 400 million. 


Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, October 29, 1954. 


Norwegian Economic Developments 


A report on Norway’s national budget, recently sub- 
mitted to Parliament, states that developments during the 
first half of 1954 have made it necessary to shape the 
country’s economic policy in such a way that investments 
will be reduced. Production has been higher than had 
been estimated in the budget. Foreign demand for Nor- 
wegian goods has been satisfactory, but freight rates have 
been poor. During the first half of 1954, the balance of 
payments deficit was less than estimated earlier, but there 
is a possibility of a heavier deficit in the second half, 
making the total deficit larger than the estimated NKr 870 
million. 


The volume of housing construction has been reduced 
slightly as a result of various measures taken; but the 
number of workers employed in building was larger at 
the end of June this year than at the end of June 1953. 
The cost of living has risen because of higher prices for 
food and increased rents. 


In summary, the report states that production develop- 
ments are satisfactory, and that the expansion of produc- 
tive capacity is continuing at a fast pace. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, October 21, 1954. 


Norway's Balance of Payments 


Preliminary figures for Norway’s balance of payments 
for the first three quarters of 1954 show that the deficit 
on goods and services was NKr 777 million (US$109 
million), compared with NKr 660 million (US$92.4 mil- 
lion) in the same period of 1953. The trade balance, ex- 
cluding ships, shows a deficit of NKr 1,430 million, com- 
pared with NKr 1,555 million last year. Imports of ships 
rose from NKr 649 million in the first nine months of 
1953 to NKr 864 million this year, while exports of 
secondhand ships fell from NKr 131 million to NKr 127 
million. Net freight earnings dropped by NKr 20 mil- 
lion, to NKr 1,160 million. 


The figures for capital transactions are incomplete. In 
the first three quarters of 1954, Norway received a total 
of NKr 143 million in credit from EPU, and drew 
NKr 255 million on loans from Sweden and the IBRD 
(see this News Survey, Vol. VI, pp. 319 and 335). Net 
borrowing on ships amounted to NKr 320 million. On 
the other hand, in the same period Norway repaid about 
NKr 190 million on foreign debts. Thus, total net capital 
receipts from abroad amounted to NKr 528 million, 
whereas the balance of payments deficit was NKr 760 
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million, the difference being accounted for by other 
capital transactions abroad and a change in reserves. 


Source: Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 
Norway, October 24, 1954. 


Economic Developments in Sweden 


In its semiannual review of economic developments in 
Sweden, the Business Cycle Institute notes that the situa- 
tion at present is characterized by an expansion in over- 
all demand. Preliminary figures indicate that total demand 
may rise about 5 per cent above demand in 1953. The 
volume of exports is expected to increase by about 10 
per cent, mainly as a result of the rise in exports of 
forest products and products of the engineering industry. 
Investment by industry, which late in 1953 was expected 
to fall by about 10 per cent, actually has been about 
10 per cent above 1953 ihvestment. Private consumption 
has been rising steadily, and it may be about 3 per cent 
higher than last year. Approximately half of the increase 
is due to the rising demand for cars. Total private 
expenditures in 1954 for the purchase of new cars and 
the maintenance and amortization of cars is estimated at 
about SKr 2.2 billion, equal to about 75 per cent of total 
expenditures on housing, including maintenance costs. 
Private savings appear to have remained at the 1953 level, 
despite the rise in consumption expenditures. 


With the rise in over-all demand, domestic production 
has increased by 5 per cent, and for the year as a whole 
there may be a surplus in the balance of payments on 
goods and services. However, the 1954 expansion in pro- 
duction is somewhat greater than may be considered 
normal, and in some sectors of the economy there has 
recently been an unsatisfied demand for labor. On the 
basis of earlier experience in Sweden of periods of very 
high activity, it seems unlikely that continued expansion 
at the 1954 rate will be possible without the risk of a 
rise in the general price level. This in its turn would 
result in pressures on the balance of payments. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 26, 1954. 


Greek Budget 


The Greek Minister of Finance submitted to the Presi- 
dent of Parliament the budget for the fiscal year 1954-55 
(July 1954-June 1955) on October 16. In reviewing the 
general economic situation, he stated that developments 
in the preceding year were in accordance with expecta- 
tions. The 1953 devaluation, the removal of restrictions 
on imports, and the adherence to sound fiscal and credit 
policies, all combined to make possible a larger utiliza- 
tion of resources, internal economic stability, and im- 
provement in the balance of payments. Monetary policy 
was firm and flexible. The Government was not under- 
estimating the dangers of an overexpansion of the means 
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of payment; it felt, however, that there would be no 
danger to economic stability as long as increases in the 
money supply were matched by increases in the supply 
of goods and services. Bank deposits increased substan- 
tially in 1953-54, and the upward trend is expected to 
continue in the current year. This reduces the reliance of 
commercial banks on central bank funds and therefore 
improves the position of the banking system. The reduc- 
tion of bank interest rates which became effective on 
January 1, 1954 (see this News Survey, Vol. VI, p. 167), 
and the substitution of the Economic Development Financ- 
ing Organization for the previous Central Loan Committee 
(see this News Survey, Vol. VII, p. 136) are steps de- 
signed to improve further the situation in this field: 


The balance of payments deficit for the year 1954-55 
was set at the equivalent of US$44 million (compared with 
US$23 million in 1953-54), with: both: receipts and: pay- 
ments considerably higher than in 1953-54. But the 
Government believes that foreign exchange reserves should 
increase by US$15 million; therefore, it will be necessary 
to use the US$59 million of available U.S. aid funds. 


Discussing fiscal developments during the past year, 
the Minister stated that, despite the unexpected expendi- 
tures connected with the earthquakes in the Ionian 
Islands and Thessaly, the 1953-54 budget results were 
satisfactory. Preliminary data indicate that revenue from 
Greek sources in 1953-54 amounted to 8,218 million 
drachmas, compared with an original estimate of 7,761 
million and actual revenue of 6,208 million drachmas in 
the year 1952-53. In addition to revenue from Greek 
sources, the 1953-54 current budget included 752 million 
drachmas of military assistance from counterpart funds 
and 49 million drachmas from NATO contributions to 
Greece. Total receipts are therefore estimated at 9,019 
million drachmas, against total expenditures of 8,712 mil- 
lion, leaving a surplus of 307 million. Since October 1953, 
this surplus has been used for development. 

In the current budget for 1954-55, total revenue is set 
at 10,212 million drachmas, including 8,802 million from 
Greek sources, 1,050 million from counterpart funds in 
respect of military assistance, 190 million covering con- 
tributions from NATO members, 150 million of U.S. aid 
to earthquake-stricken areas, and 20 million of receipts 
from reparations. Current expenditures are set at 10,362 
million drachmas, of which, however, 500 million is 
expected to remain unutilized at the end of the fiscal year. 
As a result, there will be a surplus of 350 million drach- 
mas to be used for development purposes. 

In the new budget, direct taxes are set at 1,982 million 
drachmas (22.5 per cent of revenue from Greek sources) 
and indirect taxes (excluding receipts from government 
monopolies) at 5,246 million (59.5 per cent). For the 
1953-54 budget, the actual yield of direct taxes is esti- 
mated at 1,690 million drachmas (20.6 per cent) and the 
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yield of indirect taxes at 5,075 million (61.7 per cent). 

The Minister stated that the Government attached im- 
portance to the fact that excessive taxation may exert 
detrimental effects on the development and utilization of 
resources. It was with this principle in mind that certain 
income tax rates were reduced recently, and that income 
tax: legislation was simplified in certain respects. An 
amount equal to 10 per cent of entrepreneurs’ profits was 
exempted from taxation, on condition that an equal sum 
is used for productive investment or is set aside as a 
reserve for business expansion. Similarly, the provisions 
on taxation of corporations’ undistributed profits were 
modified so as to permit lower taxation if such profits 
are used for productive investment. In taking these 
measures, the Government did not lose sight of the need 
to shape the measures in a way that would tend to shift 
the burden of taxation to the economically stronger 
groups. Despite the tax alleviation measures, the yield 
of direct taxes is expected to increase further in 1954-55, 
because it will be easier for the fiscal authorities to 
enforce rigorously the tax legislation and also because 
there will be less inducement for taxpayers to conceal 
their real incomes. 


The Minister stated that only urgently needed modifi- 
cations will be made in the tariff presently in effect. The 
work of drawing up a new tariff is well under way and 
it is expected to be completed in the near future. The 
Government has no intention of withdrawing from its 
obligations undertaken either through international agree- 
ments or through bilateral arrangements. However, the 
plans are to seek, through the established legal procedures, 
revision of certain provisions of the GATT with the 
purpose of making possible a retreat from concessions 
accorded to other contracting parties in 1949 and 1950. 

Defense expenditures and payroll and pension pay- 
ments are the two most important expenditure items. 
Defense expenses in the 1954-55 budget are set at 3,078 
million drachmas, absorbing some 35 .per cent of the 
budget revenue excluding foreign aid, or 8.24 per cent 
of the net national product. If internal security and other 
related expenses are included, over-all military outlay 
rises to 4,911 million drachmas, accounting for about 55 
per cent of total revenue and for 13.16 per cent of the net 
national product. Over-all payroll and pension payments 
are estimated for 1954-55 at 4,062.6 million drachmas 
(1,799.2 million for civil personnel and the rest, 2,263.4 
million, for military personnel and war pensioners). 


An appropriation of 230 million drachmas is being 
provided in the 1954-55 budget for the servicing of for- 
eign loans contracted by Greece after the war (U.S. sur- 
plus stock loan of 1946 and Export-Import Bank credits) , 
as well as for the discharge of various permanent obliga- 
tions. In order to restore fully the creditworthiness of the 
country, the Government also intends to proceed, within 
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the limits set by the public finance situation, to a settle- 
ment of the prewar public debt. Conversations held for 
this purpose in Paris in September, at the initiative of 
Greece, did not result in the acceptance of Greek pro- 
posals, although the bondholders’ representatives recog- 
nized the economic difficulties with which the Government 
is confronted. The Minister expressed the belief that 
in the near future, and after a more complete study of 
the Greek budgetary position is made by the bondholders, 
an agreement will be reached. In anticipation of this 
agreement, the Government has provided in the new 
budget (in the reserve) an appropriation adequate to 
honor the Government's proposals with regard to both 
the internal and external prewar public debt. Another 
measure designed to restore confidence was the partial 
restitution, in accordance with a law recently enacted, of 
prewar deposits with the Post Office Savings Bank, which 
has been granted financial assistance from the budget. 
In regard to the development program, the Minister 
stated that a safe basis has already been laid for its suc- 
cessful execution. The development budget for 1954-55 
provides for total revenue of 2,167 million drachmas: 
revenue from previous investments, 460 million; new 
internal voluntary borrowing, 360 million; current budget 
surplus, 350 million; foreign aid counterpart funds, 300 
million; utilization of foreign credits, 300 million; utili- 
zation of the balance of the 1954 internal loan, 222 mil- 
lion; utilization of disposable balances in the hands of 
agencies carrying out development, 115 million; repara- 
tions from Italy, 60 million. Of the total, 1,267 million 
drachmas is expected to be used for construction outlay 
in domestic currency and the remaining 900 million 
(US$30 million) for payments in foreign exchange on 
capital goods imports. Projects already under construc- 
tion are expected to account for 1,437 million drachmas 
(900 million in domestic currency and 537 million in 
capital goods imports) and new projects for the remain- 
ing 730 million (half in domestic outlay and half in 
exchange payments for equipment). 
Source: Oikonomikos Tahidromos, Athens, Greece, Octo- 


ber 21, 1954. 


Austrian Import Liberalization 


The Austrian Minister of Commerce recently announced 


that the percentage of liberalization of Austrian imports 
from OEEC countries will be raised as of December 1, 
1954 from 75 per cent to 82 or 83 per cent. The Minister 
stated that Austria’s strong foreign exchange reserve posi- 
tion will not be impaired by this measure. In particular, 
products of the iron and steel industry and the electrical 
industry, as well as machinery, will be added to the free 
list. 

According to press reports, the Austrian Government 
also plans to introduce a 30 per cent liberalization of 
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imports from the dollar area; this measure, however, is 
not likely to go into effect before January 1, 1955. The 
liberalization list which is now being prepared will be 
divided into three commodity groups, viz., agricultural 
products, industrial raw materials, and finished manu- 
factured goods, but no information is as yet available as 
to whether the percentage will be evenly applied to each 
group. 



























In addition to the relaxation of import restrictions, a 
relaxation of exchange controls in invisibles vis-a-vis the 
dollar area has also been advocated by the Chamber of 
Commerce. A further improvement in the trade balance 
with the dollar area is expected as exports expand and 
imports are reduced by a shift of demand to other 
sources of supply. 











Sources: Agence Economique et Financiére, Paris, France, 
October 20, 1954; Frankfurter Allgemeine Zei- 
tung, Frankfurt am Main, Germany, October 20, 
1954; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, October 21 and 23, 1954. 


Middle East 
financing Development in Egypt 


In dealing with ways and means of financing Egypt’s 
economic projects, Dr. Kaissouni, the Minister of Finance, 
has divided Egypt’s immediate plans into those which are 
covered by the Ordinary Budget and those in the Develop- 
ment Budget. The former would be financed from ordi- 
nary state revenue. For the latter, such as railway im- 
provement, road construction, multiplication of selected 
seeds, the improvement of irrigation and drainage, etc., 
funds to the amount of LE 43 million in the fiscal year 
1954-55 will be provided through public loans or by an 
expected surplus in the Ordinary Budget. “We might also 
be able to get some American economic aid if agreement 
to this effect is reached,” the Minister added. In order 
to eliminate the possibility of inflation and to strengthen 
the bonds of cooperation between the Government and 
individuals and other bodies, it is intended that domestic 
loans should be obtained from individuals rather than 
from the central bank. 

The Minister also stated that the plans of future devel- 
opment already studied would cost from LE 350 million 
to LE 400 million. These plans would be implemented 
wer a ten-year period. No difficulty is expected in rais- 
ing the Egyptian currency component of the cost by 
internal loans, since the requisite amount will not exceed 
3 per cent of the national income. The needed equivalent 
of LE 20 million in foreign exchange could be covered 
partly by the £10 million annual releases from Egypt’s 
blocked sterling balances and partly by loans from foreign 
tanks or international organizations. “While certain for- 
tign firms participating in the execution of some of our 
development plans have offered to pay part of the cost 
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involved, the outcome of Egypt’s contact with U.N. organi- 

zations calls for much optimism,” the Minister concluded. 

Source: Egyptian News Agency, Mena, Cairo, Egypt, 
October 11, 1954. 


Transfer of Foreign Assets fo Israel 

The issue of a new government security, a promissory 
note for foreign currency, has been announced by the 
Israel Ministry of Finance. The notes, which will be 
issued in units of $100, $500 and $1,000, will bear interest 
at 5 per cent, and will be redeemable for the full amount 
in 15 years at the exchange rate then prevailing, or upon 
90 days’ notice by the holder. They may be purchased 
by Israel residents against dollars, sterling, or Swiss francs 
received from legacies, gifts, life insurance, liquidation 
of assets abroad, or restitution payments, and are designed 
to encourage the repatriation of foreign assets, especially 
from Western Germany. The notes may also be pur- 
chased for foreign currency by foreigners resident in 
Israel. 

The rate of exchange for blocked Austrian schillings 
was increased from 1£5.250=100 schillings to 
1£6.200 = 100 schillings on September 1. It is hoped that 
this measure will encourage the transfer of funds from 
Austria. 

Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, Oc- 
tober 1954. 


Road Construction in Lebanon 

According to an agreement signed by representatives 
of the Government of Lebanon and U.S. Foreign Opera- 
tions Administration officials, Lebanon will receive 
US$1.5 million for road construction. The local cost of 
the project, estimated at LL 1.7 million, will be financed 
by the Lebanese Government. 


Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 22, 1954. 


Turkish Wheat Imports 

The Turkish Government has announced that it will 
import approximately 600,000 tons of wheat and 400,000 
tons of coal. Total production of Turkish cereals from 
the 1954 crop is estimated at about 10.5 million tons, 
or some 30 per cent less than the 1953 figure of 14.6 
million tons. Although this year’s crop is larger than the 
early postwar crops, production has been affected ad- 
versely by a prolonged drought, and the deficiency has 
been aggravated by hoarding by farmers in the hope of 
higher prices. Of the 600,000 tons of wheat to be bought 
in the United States, 300,000 tons are intended for con- 
sumption and the remainder for seed. The imports will 
be paid for in Turkish pounds, which will probably be 
used by the United States for economic aid for Turkey. 
A tripartite agreement is also under negotiation where- 
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by the United States will buy Turkish chrome to the 
value of about $8 million, to be paid for by deliveries of 
wheat to Germany for the account of Turkey. 

Hollandsche Bank-Unie, N.V., Economisch Over- 
zicht, Amsterdam, Netherlands, September 1954; 
The Times, London, England, October 25, 1954. 


Pakistan's Jute Crop 

The extent of the damage to the 1954-55 jute crop in- 
flicted by recent floods in East Pakistan is not yet defi- 
nitely known. The crop is believed to amount to between 
4.0 million and 4.5 million bales, and the commission 
appointed to study the flood effects has estimated that up 
to one half would be of low quality unsuitable for export 
to markets other than India. The Indian jute crop has 
also suffered, but carry-over in both countries from last 
season suggests that total supplies should be adequate, 
although some of the higher grades may be somewhat 
short. 
Source: The Economist, London, England, October 16, 

1954. 


Sources: 


Far East 


Indian Shipping Program 

According to the Director General of Shipping, the 
Government of India has decided to adopt the following 
measures with a view to expanding the shipping indus- 
try: setting up a government corporation to operate 
shipping from India to Australia and East Africa; nation- 
alizing India’s only shipbuilding yard at Vishakapatnam; 
and reserving coastal shipping for Indian flag vessels. 
The Director General expressed the view that India should 
have 2 million tons of shipping, including tankers for 
transporting oil products on the Indian coasts, and that 
the Indian Merchant Shipping Act should be brought up 
to date. 

Two Indian steamship companies have placed orders 
for four merchant cargo vessels of 10,000 tons each with 
shipbuilding yards in Western Germany, according to 
press reports. Another order for a vessel of 9,900 tons 
also has been placed in West German shipyards by the 
Eastern Shipping Corporation, which is owned by the 
Government of India. 

Within the next several months, 34 new electric cranes 
are expected to be installed in the port of Bombay, re- 
placing the old hydraulic cranes now in service. The new 
cranes will be of 3 to 6 tons’ capacity each. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 18, 1954. 


Indo-Pakistani Railway Agreement 

The 
through railway traffic, including regular passenger serv- 
ice, between Amritsar (East Punjab State, India) and 
Lahore (West Punjab Province, Pakistan) , effective Octo- 


Governments of India and Pakistan restored 
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ber 28. Railway traffic between the two cities was sus- 

pended after partition of the subcontinent in August 1947, 

Source: Embassy of India, Jndiagram, Washington, D. C., 
October 25, 1954. 


Korean Rice Production Plans 

Under a revised five-year plan, the Korean Ministry of 
Agriculture plans to increase rice production to 19.9 mil- 
lion suk of polished rice (8,770 million pounds of rough 
rice), principally by expanding acreage from about 2.6 
million acres to 2.7 million acres, and also by improving 
irrigation facilities. The stated objectives of the plan 
include the building up of rice exports to compensate for 
a reduction in dollar earnings from tungsten exports and 
from hwan advances to U.S. forces. On the immediate 
problem of exporting the present surplus, the Govern. 
ment reportedly is reviving its plan to export. rice to 
Japan. 

Meanwhile, the 1954 rice crop has been estimated at 
around 16 million suk (7,050 million pounds of rough 
rice). This is a smaller crop than the estimated 7,500 mil- 
lion pounds of rough rice in 1953. The small decline is 
attributed to flood damage. 

Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., October 4, 1954. 


Economic Trends in Indonesia 

The first report of the Bank Indonesia, for the period 
July 1953-March 1954, issued after consultation with the 
Monetary Board in pursuance of the Bank Indonesia Act 
1953 (see this News Survey, Vol. V, p. 354) was pre: 
sented on June 29. The report states that legislation has 
been submitted to Parliament to increase the capital of 
the Bank from Rp 25 million to Rp 50 million, and to 
permit the Bank to participate, in special cases, in other 
undertakings. The purpose of the latter proposal is to 
permit the conversion of the Amsterdam office of the 
Bank Indonesia into a body corporate with limited lia- 
bility. It has not yet been possible to name the banks to 
which the general commercial banking business of the 
Bank Indonesia is to be transferred. 

The report stated that the history of recent years had 
furnished a painful proof that, for economies as vulner- 
able and dependent as those of the underdeveloped coun- 
tries, a boom was not a blessing; steady, harmonious 
development was much more to be desired. Concern was 
particularly felt in Indonesia on account of declining 
internal and external stability, with growing pressure on 
both monetary equilibrium and the balance of payments. 
If no U.S. depression materializes, the slight improve: 
ment which has made its appearance in export markets 
may be expected to continue, and the relative steadiness 
of certain price indices has been a favorable domestic 
symptom. Economically irresponsible wage increases 
would, however, lead to a wage-price spiral. In general, 
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; SUs- 
1947. wage policy has appeared to overlook the fact that wage 
D.C. increases should be founded upon an adequate increase 





in labor output. There was little evidence in 1953 of any 
energetic policy of economy which was to lead to a 
rationalization of the government organization. Thé 
limitation of the budget deficit was due in large measure 
to the maintenance of a high standard of taxation, and as 
late as June 1954 the 1954 budget had not been pre- 
sented to Parliament. (The budget was presented in 
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- plan The credit policy of the big commercial banks has been 
ite for F conducted on reasonably sound lines, and the credit 
ts and 











facilities granted by them have made it possible for the 
economic development of private enterprise to proceed 
without any serious disturbances. The expansion of pri- 
vate Indonesian banks, whose total assets at the end of 
1953 amounted to about Rp 172 million, is regarded as 
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ited at F important both for economic development and for social 
rough f reasons. The report draws attention to the important 
00 mil- F part to be played by the executives of these banks in 
line is 








inspiring the confidence which will be decisive in deter- 
mining whether people are prepared to entrust their 
money to these banks. Credit balances at savings banks 
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954. had increased by the end of 1953 to Rp 141 million, 
which is equivalent, however, to only Rp 1.75 per head 
of population. 
pected The decline of the share of the Netherlands in Indo- 
rah = nesia’s imports, in comparison with other European coun- 
om : tries, is possibly the result of an endeavor to buy more 
nh 8 directly from producer countries. The importance of 
pital of Singapore as a source of imports has also declined. 
satel ti In promoting industrialization, the attention of the 
n other § Covernment has been centered increasingly on the devel- 
al is to § opment of medium- and small-scale industries and handi- 
of the @ crafts, instead of on the establishment of basic industries 
‘ted lia. § 2nd other big business, which had been much discussed 
anks tog i2 previous years. (For further discussion of develop- 
. of the § ments in 1953 and 1954, see this News Survey, Vol. VII, 
pp. 122 and 130.) 
ars had § Source: Bank Indonesia, Report for the Year 1953-54, 
, vulner: Djakarta, Indonesia, June 29, 1954. 
ed coun- 
monious United States 
. sas 
cing Quilook for U.S. Agriculture 
ssure on] ince 1947, declining farm prices, coupled with rising 
ayments. production costs, have accounted for a 25 per cent decline 
improve in net farm income in the United States. Net farm income 
markets § " 1954 is estimated at $12.5 billion, about 6 per cent 
teadiness below actual 1953 income, and for 1955 it is expected to 
domestic] °Mtinue at about the present rate, according to a recent 
increases port of the Department of Agriculture. Gross income 
. general, is likely to decline somewhat, largely as a result of 











acreage restrictions on wheat and cotton; but the drop 









will be offset by lower outlays for labor, feed, and other 
operating expenses, with the result that net income will 
show little change. 

Prices received by farmers next year will probably 
average close to present levels, since over-all demand and 
supply conditions are expected to be relatively unchanged 
from 1954. The reduced production of wheat, and cotton 
may be offset by larger production of other crops on di- 
verted acres. Exports may total 10 per cent or more 
above the $2.9 billion in the 1953-54 marketing year, 
Foreign cotton supplies are smaller than a year ago, with 
a consequent stronger demand for U.S. cotton. U.S. wheat 
exports also are expected to rise as a result of smaller 
crops in other producing countries. Tobacco exports will 
probably rise, largely to replenish U.K. stocks, which are 
low relative to increasing consumption. U.S. farm exports 
in general will probably benefit from increased dollar 
reserves abroad and from recent legislation authorizing 
the sale of farm surpluses for foreign currencies. 


Sources: Department of Agriculture, The Demand and 
Price Situation, Washington, D. C., October 
1954; The Wall Street Journal, October 26, 
1954, and The Journal of Commerce, October 29, 
1954, New York, N. Y. 


U.S. Government Grants and Credits in Fiscal Year 1954 
Net grants and credits by the U.S. Government to 
foreign countries, measured by actual deliveries or pay- 
ments under mutual security and other programs, totaled 
$5.2 billion in the fiscal year ended June 30, 1954, the 
Department of Commerce announced on October 25. The 
total was 20 per cent less than in the fiscal year 1953. 
Transfers of military supplies and services fell from a 
peak of $4.3 billion in fiscal 1953 to $3.5 billion in fiscal 
1954. The same relative decline occurred in nonmilitary 
aid, which fell from $2.0 billion in the fiscal year 1953 
to $1.7 billion in the fiscal year 1954. The decline in total 
transfers, which are net of grant returns to the United 
States and principal collections on credits, was greater 
in Western Europe than in the rest of the world, reflect- 
ing the continuing improvement of economic conditions 
in Europe. For the first time since World War II, net 
transfers of nonmilitary items to Western Europe ($709 
million) were less than those to other areas ($940 mil- 
lion). West European aid declined more than $500 
million in the year, while other areas aggregated a 
$150 million net increase, principally as a result of 
increased grants to Iran and Pakistan and loans to Brazil 
and Japan. When deliveries of military-end items are 
excluded, France and the United Kingdom were again 
the major recipients of U.S. Government grant and credit 
transfers; they received $151 million and $154 million, 
respectively, in the past fiscal year. 
At the end of June 1954, foreign indebtedness to the 
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U.S. Government, exclusive of World War I debts, totaled 
$11.8 billion. During the year, the Government collected 
$272 million in interest on this indebtedness, an increase 
of over 20 per cent from the fiscal year 1953. 

Source: Department of Commerce, Press Release, Wash- 


ington, D. C., October 25, 1954. 


U.S. Share of Capital Goods Markets 


The U.S. share of world exports of capital goods de- 
clined from 50 per cent in 1951 to about 43 per cent in 
1953, according to a report of the Machinery and Allied 
Products Institute. Although the United States still 
retains the lead in capital goods exports, the competition 
from European countries is becoming greater. German 
shipments rose 70 per cent between 1951 and 1953, while 
those of the United Kingdom rose 15 per cent; in 1953, 
Germany’s share amounted to 18 per cent of world capital 
goods exports, and the U.K. share was 23 per cent. Italy 
and Sweden also have increased their shares of the export 
market. 

Source: The Journal of Commerce, New York, N. Y.. 


October 15, 1954. 


Latin America 
Invalidation of Bolivian Import Permits 


Bolivian import permits issued before December 30, 
1953 will be invalid after November 30 of this year, the 
Foreign Commerce Department of the Central Bank of 
Bolivia announced on September 21. For merchandise 
shipped or to be shipped before November 30, existing 
permits must be revalidated. 

Beginning December 1, Bolivian banks may not effect 
payment against import permits issued before Decem- 
ber 30, 1953, and consuls may not certify shipments to 
be made under licenses issued before that date. Such 
licenses must be revalidated by the Central Bank of 
Bolivia before they will be accepted. 

The Bolivian Government on May 26 invalidated all 
import licenses issued before June 30, 1953. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., November 1, 1954. 


Revision of Paraguayan Price Control System 

By a decree of September 11, 1954 of the Ministry of 
Industry and Commerce, the price control system in Para- 
guay was simplified. Commodities are now grouped in 
two categories: (1) commodities on which prices will be 
fixed directly and (2) commodities on which the profit 
margin of importers, producers, wholesalers, and retailers 
will be subject to a fixed percentage applied to the cost 
of the commodity involved, in accordance with the decree’s 
stipulated percentages. The first group involves mainly 
domestically produced commodities, and the second, pre- 
dominantly imported commodities. 
The system of direct price control is based on cost 
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surveys by control authorities, and the items included as 
production costs are established by the decree, i.e., raw 
materials, wages and salaries, amortization charges, etc, 
The profit margins of producers or retailers are fixed 
according to the commodity involved, without a fixed 

rule in this respect. 









The decree established three categories of profit mar. 
gins for imported commodities: (1) Importers can in. 
crease cost price by 15, 20, or 25 per cent to cover selling 
costs and profits; (2) wholesalers can increase the sale 
price by 10 or 15 per cent over the importers’ price; 
(3) retailers can charge 10, 15, or 20 per cent over the 
price of the wholesalers. For domestically produced com. 
modities, the producer can increase the price by 20 or 
25 per cent, to cover profits and selling costs. The whole. 
salers’ profit margin is 10 per cent, and the retailers 
10 and 15 per cent. All of the percentages must be added 
to the prices charged by the preceding seller. Importers 
or producers who make only retail sales can accumulate 
the percentages under (1) and (3) applied on the basic 
cost, in order to establish the sale price to consumers. 





















The decree also stipulates that for certain commodities 
only one wholesale or retail operation is permitted; im. 
porters must sell certain raw materials or equipment 
directly to consumers. Wholesalers can be retailers in 
specific commodities, and can increase the price by 5 per 
cent. Importers must sell 30 per cent of their imports of 
evaporated milk directly to consumers and 70 per cent 
to retailers. 









Under the system of fixed profit margins, control will 
be exercised through periodic revisions of the accounts 
of the importers, wholesalers, and retailers. For this 
purpose they must have a special book which registers 
all transactions in chronological order, and which also 
contains the documents showing the exact cost of the 
commodities. 









Prices may also be increased by including the cos 
incurred when transporting commodities to distan! 






communities. 





Source: El Pais, Asuncion, Paraguay, September 206, 
1954. 
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